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BERMUDA 


SUMMARY 


This island economy has not entirely escaped the economic 
malaise which gripped most of the developed world in 1975, 
but Bermuda seems poised to resume gradual but solid 
economic growth over the next twelve months. Tourism 
continues by far the largest sector of the local economy, 
with American visitors (476,478 in 1974) predominant. With 
Bermuda's major tourist market in recession, visitor totals 
and hotel occupancy rates have lagged behind 1974's record 
pace but steady improvement during the balance of 1975 is 
predicted. Construction activity, in steady decline since 
the early 1970s, appears to have bottomed out and should 
increase gradually in coming months. Bermuda continues 
to enjoy a stable social and political climate and offers 
American businessmen a small but affluent market, with the 
United States still the preferred supplier for virtually every 
item we can land here at a competitive cost. 





Bermuda's GNP was last calculated for 1971 and 1972, by 

an American consulting firm employed by local business 
groups. GNP calculated for 1971 & 1972 is listed in columns 
A and B, respectively and the measured growth of nominal 
GNP between these years is listed in column D. 


GNP for more recent periods can only be estimated. 
According to a local government economist, sample income 
data (salaries and wages) for 1974 constructed from Bermuda's 
Consumer Expenditure Survey indicates that total salaries and 
wages in that year were in the neighborhood of $210 million. 
This suggests that GNP would have been in excess of $300 million 
in 1974; if earlier relationships between employee compensation, 
national income and GNP had been maintained, Bermuda's GNP 
in 1974 would be in the $300-$350 million range. This indicates 
that per capita income in Bermuda approaches U.S. levels. 


As the latest official statistics of the colony's labor force were 
collected during the population census of 1970 and the economic 
census of 1971, the estimates listed for 1973, 1974 and 1975 are 
based on records of persons employed full time who contributed 
to Bermuda's compulsory social security scheme during August 


of these years. These figures are considered a close approx- 
imation of the island's full time labor force. Other estimates 

of the size of the local labor force vary somewhat. A recent 
government report of wage income in Bermuda, based on employment 
tax data, estimates that some 29, 100 persons are employed here. 
This estimate almost certainly counts some part time and seasonal 
workers. 


Unemployment is a sensitive political and social issue in Bermuda 
and no official unemployment statistics are maintained. A 1974 
British government report to the United Nations estimated unemploy- 
ment here at two per cent of the total labor force, or three per cent 
of the native labor force, noting that these rates "might currently 
appear enviable to many countries”. This estimate remains 
generally valid. 


Percentages of tourists from the U.S. 
1973 1974 


Total 88.5% 89.64% 


"Regular Visitors" 86. 9%, 87. 42, 





Government of Bermuda fiscal years (April 1 - March 31 of 

the following year). 1973 figure represents actual expenditures 
in that fiscal year, 1974 figure is expenditure approved by 
Parliament, 1975 figure is budget request submitted to and 
passed by Parliament. 


Cash holdings and demand deposits of the Bermuda banks. 
Bermudian currency in circulation totaled $11.6 million in 
December, 1974, down from $12.1 million in December, 1973. 
Several million American dollars circulate at par in Bermuda 
and are another key element in the local money supply. The 
ready availability of American currency here may partially 
account for the decline in circulation of Bermuda dollars. 


Figures are for April 1 of each year. 


Figures are for July of each year. 


Balance of payment statistics are not published in Bermuda. 
The Bermuda Monetary Authority's annual report for 1974 noted 
that ‘despite the expected deterioration in the foreign trade 


deficit as a result of higher import prices, particularly for oil, 

the 1974 current account was roughly in balance compared with a small 
deficit in 1973". Indications are that inventory reductions and slack 
capital investment have reduced imports proportionate to lower 
tourist expenditures, maintaining the current account balance in 

1975. 


Foreign exchange reserves of the Bermuda Monetary Authority, the 
colony's embryo central bank. A portion of these reserves would be 
made available to maintain essential imports in an emergency, but 
the foreign exchange holdings of the four local banks, which far 
exceed official reserves, constitute the main backing for Bermuda's 
import requirements. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Tourism is the bell wether of Bermuda's economy, with direct 

tourist expenditures accounting for 60 to 70 per cent of total economic 
activity here. After years of remarkably steady advance, Bermuda 
experienced a slight downturn in number of visitors during the first 
seven months of 1975. Observers here note, however, that the 
slippage is only in comparison with an unusually buoyant first half 

in 1974. Visitor totals through July 1975 were 3.7 per cent lower than 
for the same period last year, but eight per cent above July, 1973. 
Advance bookings for the balance of 1975 equal or exceed the same 
months in 1974, and local tourism officials are cautiously predicting 
that visitor totals for the entire year will equal or slightly surpass 
1974 totals. Disappointing results in early 1975, contrasting with 
years of seemingly automatic advance in tourism statistics, have 
reinforced concern among tourist industry leaders about possible 
over-capacity in tourist accommodations here and the current govern- 
mental moratorium on further hotel construction may well be extended 
into the 1980s. 


While tourism provides the basis for Bermuda's prosperity, construction 
fueled the economic boom here in the late 1960s and early 1970s. 
Construction activity has declined steadily in recent years; the Bermuda 
Industrial Union recently noted that the number of union construction 
workers has dropped from 1, 200, of which many were imported labor, 

in 1972, toa current 240. Some revival of this underemployed industry 
seems likely in coming months. U.S. and Canadian defense installations 
here and local private interests have announced plans to begin major 
construction projects worth some $25 million during the last half of 1975. 
Commencement dates for some of these projects could slip into 1976 but 
once begun the heavy schedule of construction work should last well into 
next year. The Bermuda Government has announced plans to begin 
construction of a $2.3 million hotel training complex (with total project 
cost likely to climb even higher) in 1976. A government housing 
corporation, established to stimulate construction of moderate-cost 
housing and serve as a stable source of mortgage finance, plans to 
finance some $10 million in private residential construction during the 
balance of this decade. The local government forecasts that even with 

a continuing downturn in private residential and commercial construction, 
scheduled government, defense and major private projects will boost 
building activity in1975 30 per cent higher than 1974, with an additional 
20 per cent increase in 1976. 


Slack building demand in recent years has been attributed to over- 
investment in commercial buildings during the past construction boom 
and to a shortage of mortgage funds available locally to finance private 





residential construction. The government housing corporation 
estimates the current annual shortfall in housing starts at 225 units. 
Bermuda's Parliament recently passed legislation designed to restrict 
outflow of local investment funds and repealed an 1861 law which 
limited interest charges here to seven per cent. These money market 
reforms were designed to increase the pool of funds available for 
investment and mortgage finance locally and there are indications 

that this will in fact be the case; a recent $2.5 million bond issue 

for the government housing corporation was oversubscribed by some 
50 per cent. The strong latent residential demand here, if effectively 
translated into increased housing starts, should combine with more 
stimulative government policies to maintain building activity at a 

more robust level for the foreseeable future. The government has 
announced a "reserve list" of capital projects to be initiated over the 
next few years, an indication of a more activist official policy which 
views government capital spending as a pump-priming mechanism to 
bolster building activity in periods when defense and business demand 
slackens. 


International business continues to make a contribution to Bermuda's 
economy second only to tourism. Rermuda's registrar of companies 
estimates that international firms based here currently inject some 
$42.6 million annually into the local economy. In addition to direct 


financial benefits, international companies contribute to Bermuda's 
economic welfare through their financial expertise and by upgrading 

the skills of the local labor force. Registration of new "exempted" 
companies (incorporated here but doing business elsewhere) grew 

at a remarkably high rate in 1974 and this pace has been maintained 
thus far in 1975. A total of 2,986 exempted companies, partnerships 
and "non-resident corporate bodies" (firms incorporated elsewhere, 
usually in another tax haven) are currently active here. Bermuda's 
international business community has reportedly emerged unscathed 
from the period of uncertainty which followed passage of the 1975 U.S. 
Tax Reduction Act (which increased U.S. taxation of foreign operations of 
American corporations). It now appears that this legislation will have 
little effect, at least in the short run, on tax haven operations based 
here. The episode does underline that much of Bermuda's international 
business community is attracted by the colony's tax-free status and 
relaxed regulatory climate and that the future growth of this industry 

is uncertain and highly dependent on the forbearance of home-country 
legislators. 


Government expenditures, particularly for increased social services, 
have risen steadily since the coming of responsible internal self- 


government in 1968, to a point which threatens to outstrip traditional 





sources of revenue. This, together with a tendency for growth 

of government revenues to lag behind the rate of inflation in recent 
years, has made achievement of Bermuda's traditional balanced 

budget increasingly difficult. The government has attempted to 
postpone the unpalatable choice of a major new tax by holding 
expenditures in the present fiscal year to the 1974 level and vows 

to do so again next year. This feat has been accomplished thus 

far by deferring most capital projects, but this strategy will 
apparently be abandoned in the future in an attempt to stimulate 
construction activity. Bermuda's Parliament has passed a Merchant 
Shipping Act which could provide a future revenue source if international 
shipping firms (many currently maintain Bermuda exempted company 
affiliates) can be attracted to Bermudian registry as a flag of 
convenience. Adjustment of conflicting British regulations which 

have prevented full operation of the local ship registry thus far is 
being negotiated. Once remaining impediments are removed, the 
shipping registry should prove successful but there is some doubt 

here that its revenue yield will provide more than a temporary solution 
to the government's budgetary problems. 


Government revenue is dependent upon the buoyancy of Bermuda's 
economy, which tends to reflect economic conditions elsewhere, 
especially in the United States. Analysis has shown that tourist 
expenditure is highly responsive to growth of incomes and further growth 
of Bermuda's tourist industry can only follow a resumption of a rise 

in real incomes in the U.S. -- Bermuda's principal market. Dampening 
tourist expenditures this year have had a multiplier effect on Bermudian 
incomes, resulting in inventory liquidation here and thus less merchand- 
ise moving across the local docks. The inflation rate in Bermuda also 
tends to reflect the American experience but at a consistently higher 
rate than in the U.S. primarily because import costs form a much 
higher proportion of GNP here. Moreover, some 40 per cent of 
Bermuda's imports are from nations outside North America, many 

of which have experienced higher inflation rates than have the U.S. and 
Canada. Bermuda has experienced more success in controlling inflation 
than other Western Hemisphere island communities -- the inflation rate 
here was 15.1 per cent in calendar year 1974, compared to 37 per cent 

in Barbados and 21 per cent in Jamaica. While Bermuda has not entirely 
escaped the effects of external economic pressures, this economy remains 
basically healthy and poised to resume gradual but steady growth. 





IMPLICATIONS FOR THE UNITED STATES 


American products accounted for 44.4 per cent of Bermuda's 
imports in 1974, a slight decline in our 45.01 per cent market share 
in 1973. Statistical comparison of Bermuda's 1974 imports with 
previous years must contend with the effects of soaring inflation 

of general price levels and the specific effects of oil price increases 
since 1973. Bermuda's oil import bill rose from $7.06 million in 
1973 to $19.9 million last year and the Netherlands Antilles, origin 
of most petroleum products imported here, replaced Canada as 
Bermuda's third largest import supplier (by value). Higher oil 
expenditures accounted for almost 40 per cent of Bermuda's 25 per 
cent increase in value of total imports in 1974 over the previous 
year. 


Local officials note that, while overall imports and customs duties 
increased in 1974, there were indications that the physical volume of 
imports declined last year. Most indicators suggest that this decrease 
in import volume, and in some sectors decrease in import value as 
well, is continuing this year, reflecting an inventory rundown by local 
merchants. It is significant that American exporters have generally 
managed to buck this trend. Value of American imports landed here 
increased some 24 per cent in 1974, well above inflation rates, indicating 
a real increase in U.S. exports to Bermuda. Imports from most other 
developed nations in 1974 showed only nominal increases in value in most 
cases, and actual declines in some instances. In contrast to the slight 
decline in U.S. market share here, the joint market share of Bermuda's 
three major industrial suppliers (the U.S., U.K. and Canada) fell from 
74.9 per cent to 67.9 per cent last year. The performance of American 
exporters in 1974 is further evidence of Bermuda's propensity to import 
from the U.S. whatever we are prepared to land here at a competitive 
price, remains as high as ever and our share of the market should 
continue to hold up well. 


Bermuda offers a small but affluent market for American consumer 
products. According to a recent government survey, the national 
average wage here is $7, 200 yearly and per capita income approaches 
U.S. levels. As Bermuda merchants shift from the inventory reductions 
currently in progress to replacing and even rebuilding their stocks, 

the opportunity here for sales of American consumer products should 
improve markedly. ‘The predicted increase in construction activity 
over the next two years should also increase demand for American 
building-supply products, which are highly price-competitive here. 

It remains true that American firms need to cultivate their Bermudian 





customers carefully to keep them and that a U.S. firm with some- 
thing new to offer can usually find a market here. 


There has been no attempt to measure total U.S. investment here 

but it is unquestionably substantial. Restrictions on foreign invest- 
ment in local businesses have channeled much of it into tourist 
complexes and property. Americans own outright or have substantial 
equity participation in seven local hotels, including five of the largest 
in Bermuda. The Bermuda Monetary Authority estimates that 75 per 
cent of the annual investment inflow (which totals $44.7 million since 
1972) comes from the U.S. Bermuda's business and political leaders 
continue to welcome foreign investment. 


Bermuda continues to offer an affluent and sophisticated market 

forced by geography and lack of industrial resources to import virtually 
everything consumed here. American exporters have responded by 
Carving out a substantial portion of this market and the current outlook 
suggests that continued efforts to cultivate Bermuda customers will 
prove equally rewarding in the future. 








ALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information 
on most trading partners of the United 
States is available from the Bureau 
of International Commerce, U.S. De- 
partment of Commerce. 

The Bureau is organized geographically 
with a Country Marketing Manager 


Area 


Africa 
Central Africa 
East and South Africa 
West Africa 


3904 
4927 
4388 


Europe 

Canada and Benelux 
countries 

France 

Germany and Austria 

Italy and Greece 

Nordic countries 

Spain and Portugal 

Switzerland, Yugo- 
slavia and Turkey 

United Kingdom 


3848 
4504 
4414 
3944 
4601 
3957 


2795 
3713 


Extension 


responsible for a country or group of 
countries as listed below. Assistance 
or information about marketing in 
these countries may be obtained by 
dialing these key people directly: 
(202) 967 plus the given extension 


Far East 
Australia and New 
Zealand 
East Asia 
Japan 
South Asia 
Southeast Asia 


3646 
5401 
2427 
3137 
3875 


Latin America 

Brazil 

Mexico, Central 
America, and 
Panama 

Argentina, Uruguay, 
and Paraguay 

Caribbean countries 
and remainder of 
South America 


5427 


5020 


2428 


2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 
Near East 


5737 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 

Qatar, Saudi Arabia. Syria, United Arab 
Emirates, Yemen Arab Republic 


lran, Israel, Egypt 


Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 


U.S. DEPARTMENT OF COMMERCE e Domestic and International Business Administration 


tw U.S. GOVERNMENT PRINTING OFFICE: 1975—210-946/39 3-1 
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